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Candidates MUST answer any FIVE (5) of the SIX (6) questions in the Answer Books provided 


Question 1 (20 marks) 


(a) Explain how inequality might lead to faster growth or development and how it might lead to 
slower growth or development. 


(b) Briefly explain which one of the following two measures show more equality among countries 
around the world- GNI calculated at market exchange rate or GNI calculated at Purchasing 


Power Parity? 


(c) Briefly explain why most economists prefer production subsidies over tariffs as a means of trade 
protection? 


Question 2 (20 marks) 


Critically discuss the following statements: 


(a) Education of women tends to reduce their fertility. 
(b) Demographic makeup of a country is a determinant of the level of savings of that country. 


(c) Foreign aid has little or no effect on economic growth and it may undermine economic growth 
of a country. 


Question 3 (20marks) 
(a) Briefly discuss the constraints for agricultural productivity growth in developing countries. 


(b) Briefly discuss new forces/challenges that will influence the path and opportunities towards 
development of today’s developing nations. 


Question 4 (20 marks) 


Critically discuss the following statements: 


(a) The financial crises of the late 1990s seriously struck emerging markets that had borrowed 
substantial funds with short maturities and had relatively low levels of foreign exchange 
reserves, fixed exchange rates and weak financial systems. 


(b) Brain drain can be considered as one of the most obvious negative consequences of international 
migration for economic growth in the long term for developing countries. 


(c) For most low-income countries, raising revenues through higher import duties is highly 
desirable on economic grounds. 
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Question 5 (20 marks) 


(a) 


(b) 


Describe the Solow model and explain how an increase in the saving rate causes capital 
deepening using a Solow diagram. 


Consider a developing country that uses only capital and labour as basic factors of production. 
Total output of that country is determined by how much capital and labour is available and how 
productive those factors are. Use the following information to calculate the degree to which 
capital accumulation, labour accumulation and total factor productivity growth each contribute 
to the overall rate of growth of output. Briefly explain the problems associated with interpreting 
the contribution of productivity growth to the growth in overall output. 


Overall GDP growth is 6 per cent a year, capital stock grows at a rate of 8 per cent a year, 
labour force grows at a rate of 2.4 per cent a year, the share of labour in national income is 62.5 
per cent. 


Question 6 (20 marks) 


Critically discuss the following statements: 


(a) 


(b) 


In the Lewis model, an unlimited supply of surplus farm labour migrating to industrial sector for 
wages in excess of rural, subsistence wages is the basis for profits and capital accumulation. 


Global climate change represents the greatest single challenge to sustainable development. 
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